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INDEPENDENT AULDITOR'S REPORT

To the Board of Directors
of Hope of Detroit Academy

We have audited the accompanying financial statements of the governmental activitivs, ¢ach major fund. and
the aggregate remaining fund information of Hope of Detroit Academy, as of and tor the vear ended June 300,
2008, which collectively comprise the Academy's basic financial statements listed in the table of conents.
These financial statements are the responsibility of Hope of Dewoit Academy's management,  Qur
responsibilifty 18 10 express opinions on these financial siatements based on our audit,

We conducted our audit in accordance with auditing standards gencrally accepted in the United States of
Armnerica and the standards applicable to financial audits contained in Grvernment Anditing Standeards, 1ssucd
by the Compiroller General of the United States. Those standards require that we plan and perform the qudit 1o
obtain reasonable assurance aboul whether the financial statements are free of material nusstatement, An audit
includes examiming. on a test basis, evidence supporting the amounts and disclosures i the fimancial
statements, An audit also includes assessing the aceounting principles used and sipnificant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe thal our audit
provides a reasonable basis for our opinion.

In our opinion. the financial statements relerred w above present fairly, in all material respects, the respective
financial position of the governmental activitics. each major fund and the agpregate remaining fund
information of Hope of Detroit Academy as of June 30, 2008. and the respective changes in financial position,
for the yvear then ended, in conformity with accounting principles generally accepled in the United States of
America.

In accordance with Government Auditing Stundards. we have also issued our report daied August 15, 2008 on
our consideration of Hope of Detroit Academy s internal contral over Nmancial reporting and our tesis of its
compliance with cerlain provisions of laws, regulations, confracts and grant agreements and other matters.
The purpose of that report is 1o deseribe the scope of our testing of intemal control over financial reporling and
compliance and the results of that testing, and not o provide an opinion on the internal control over financial
reporting or on complitance,  That report is an integral part ol an audit performed in accordance with
Croverament Aucditing Standards and should be read in conjunction with this report in considering the results
of our audit.



The management's discussion and analysis and budgetary comparison information on pages il through vii,
and 16, are not a required part of the bagic financial statements butl are supplementary intormation required by
accounting principles generally accepted in the United States of America, We have applied certain limited
procedures, which consisted principally of inquirics of management. regarding the methods of measurement
and presentation of the required supplementary information. However, we did not audit the information and
express no opinion on . The mtreductory and statistical 1ables have not been subjected 1o the audiung
procedures applied i the audit of the basic financial statements and, accordingly, we express no opinion on
them.

Our audit was conducted for the purpose ol forming opinions on the financial statements that colleetively
comprise Hope of Detroit Academy’s basic financial statements. The introductory section. combining and
individual non major fund [nancial slatements, and stalistical tables are presemed {or purposcs of additional
analysis and are not a required part ol the basic financial statements. The combining and mdividual non major
fund financial statements have been subjected 10 (he auditing procedures applicd in the audit of the basic
financial statements and, in our opinion, are fairly stated (n all material respects in relation o the basic
financial statements taken as a whoele,
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Croskev, Lanni & Company. P.C.

August 15, 2008
Rochester, Michigan



This section of the Hope of Detroit Academy annual financial report presents our discussion and analysis of the
Academy’s financial performanee during the year ended June 30, 2008. Please read it in conjunction with the
Academy’'s finaneial statements, which immediately follow this section,

Using this Annuwal Report

This annual report consists of a series of financial statements and notes 10 those statements. These statements
are organized so the reader can understand Haope of Dewroit Academy financially as a whole, The Academy-
wide financial statements provide information about the activities of the whole Academy, presenting bath an
apgregale view ol the Academy’s f{inances and a longer-term view of those finances. The tund tinancial
statements provide the next level of detail. For povernmental activities. these statements tel] how services were
ftnanced 1n the short-term as well s what remains for future spending. The fund {nancial statements ook at
the Acadumy’s operations in more detail than the Academy-wide financial statements by peoviding information
about the Academy’s most significant [unds - the General Fund, with all ather funds presented in one column as
non-tnajor funds,

Management s Discussion and Anafvsis (MDE1)
{Regwired Supplemenial Informution)

Basic Fipancial Statements

Academy-wide Financial Stgtemensys Fund Financial Sratements
Notes to the Rasic Financicd Statemtents

tReguired Supplemental Information)
Rudgeiary Informeation for Major Funds

Other Supplemental Information

Reporting the Academy as g Whole - Academp-wide Financial Statements

One of the most important questions asked about the Academy (s, “As a whole, what is the Academy’s financial
condition as a resul of the vear's activities?” "The statement of net assets and the staternent of activinies, which
appear Orst in the Academy’s financial statements. report information on the Academy as a whole and its
activitics in a way that helps vou answer this question. We prepare these statements to melude all asscts and
liabilities. using the acerual hasts of accounting, which is simuilar to the accounting used by most privale-sector
companies.  All of the current vear's revenues and expenses are taken into account regardless of when cash is
received or paid,

These two statements report the Academy™s net assets - the difference berween assets and liabilities, as reported
in the statement of net assets - as one way 10 measure the Academy™s inancial health or financial position.
Over time. inereases or decrcases 10 the Academy’s net assets - as reported in the statement of activitivs - are
indicators of whether its financial health is improving ot deteriorating. The relationship between revenues and
expenses 15 the Academy’s operating results. However, the Academv’s poal 18 o provide services to our
students, not 1o generate protits as commereial entities do. Ong must consider many other non-tinangial factors,
such as the quality of the education provided and the salety of the schools, 1o assess the overal] health of the
Academy.

L



The statement of ner assets and the statement of activitics report the covernmental activitics for the Academy,
which encompass all of the Academy’s services, including Instruction. support services, community services.
athletics, and food services. Unrestricted state aid (foundation allowance revenue). and state and tederal granis
finance most of these activities,

Reporting the Academy's Most Significant Fundy - Fund Financial Stitements

The Academy’s tund financial statements provide detalled information about the most signilicant funds - not
the Academy as a whole, Some funds are reguired 1o be cstablished by State law and by bond covenants,
However, the Academy cstablishes many oiber funds to help it control and manage money for particular
purpeses (the Food Service and Athletics Funds are examples) or to show that it is meeting legal responsibilities
for using grants and other money. The governmental funds of the Academy use the following aceounting
approach:

Governmental {unds - All of the Academy’s services are reported in governmental  funds.
Governmental fund reporting focuses on showing how money tlows into and out of funds and the
balances left at vear end that are avaiable tor spending. They arc reported using an accounting methaod
called moditied accrual accounting, which measures cash and all other financial assess that can readily
be converted W cash., The governmental fund statements provide a detatled short-term view of the
operanons of the Academy and the services it provides. Governmemtal fund mformatton helps vou
determine whcther there are more or fewer (nancial resources that can be spent in the near future 1w
finance the Academy’s programs. We describe the relationship (or ditferences) between guvermmental
activities (reporicd 1n the statement of net assets and the statement of activities) and governmental
funds n a reconciliation,

The Academy as a Whole

Recall that the statement of net assets provides the perspective of the Academy as a whole, Following is a
summaiy of the Academy’s net assets as of June 3 2008 and June 30, 2007,

Hope of Detroin Academy's Net Agsets

2008 _ 2007
Current and other assets £ 1860574 8 1.B25.867
Capital assets 502730 552,509
Total assets 2 363,304 2381370
Other Labalities 437963 553 558
Total habilities 457,963 FRLSR
Mgt assets b 1905541 5 1827818




The above analvsis focuses on the net asse1s. The change in net assets (see Statement of Activities schedule) of
the Academy’s governmental activities is discussed helow, The Academy’s nei assets were $1.905.341 at June
30, 2008, Capital asscts twtaling 3302730, compares the onginal cost, less depreciation of the Academy’s
capital assets o long-term debt used to finance the acquisition of those assets,  The Academy has no
outstanding long-tenn debt.  Restricted net assets are reported separately o show legal constraints from debt
covenants and enabling legisiation that Limit the Academy’s ability o0 use those el assets for day-to-day
operations. The Academy has no restricted net assets,

The $1,9053.341 in unrestricted net assets of governmental activities represents the accumnulmed results of all
past vears” operations, The wirestricted net assets balance enables the Academy to mect working capital and
cash flow requirements as well as 1o provide {or future uncertainties. The operating results of the Generai Fund
will have a significant impact on the change in unrestrieled pet asscts from vear to year.

The results of this vear's operattons for the Academy as a whole are reported In the statement of actvities,
which shows the changes in net assets for fiscal yvear 2008 and 2007,

Changes in Hope of Detrot Academy's Net Assets

Revenues: 20008 20007
Pragram revenues.
Charges for services S 622 S 1.628
Federal and state operating grants 1. 180530 1,192 187
General revenues:
State aid - unresmicted 3.630,019 3.608.090
Interest 35487 32205
Miscellaneous f.482 2,341
Tatal revenues 4,863 540 4.836.451
Lxpenscs:
Instruction 2047 438 1926915
Support services 2,583,763 2,707,662
Interest on long-term deb - -
Unallocated depreciation 154,816 146,022
Total expenses 4. 786,017 4,780,599
Ducrease in net assels B 77,525 3 55832




As reported in the statement of activities, the cost of all of our governmental activities this yvear was $4.786.017,
Certain activities were partially funded by other governments and organizations that subsidized certain
progrants with grants and contributions ($1.180,930). We pad for the remaining “public benefit™ portion of our
governmental activities with $3,650,019 in state foundation allowanee, and with our other revenucs. 1.e.. inlerest
and general entitlements.

The Academy experienced an increase in net assets of $77.323. The key reason for the change in net asscts was
limiting the tncrease in oxpenses.

As discussed above, the net cost shows the financial burden 1hat was placed on the State by cach of these
tunctions. Since unrestricled state aid constitutes the vast majority of Academy operating revenue sources. the
Buard of Directors and administration must annually evaluate the needs of the Academy and balance those
needs with State-preseribed available unrestricied resources.

The Academy’s Funds

As we noted earlier, the Academy uses funds to help it contro] and manage money for particular purposes,
Looking at funds helps the reader consider whether the Academy 1s being accountable for the resources the
State and others provide {0 1t and may provide more insight 1nto the Academy’s overall financial health.

As the Academy completed this vear, the povernmoental funds reported a {und balance of $1.402.611, which is
an increase of $127.302 from last vear. The proimary reason for the increase was, again, the ability to contral

EXPENSes.

(teneral Fund balance is available to fund costs refated 1o allowable school operating purposes.

Ceneral Fond Budoetary Highliahis

(her the course of the vear, the Academy revises its budget as it atiempts 10 deasl with unexpeeted changes in
revenues and expenditures. State law reguires that the budget be amended o ensure that expenditures de not
cxeeed appropriations. A schedule showing the Academy’s onginal and final budget amounts compared with
amounts actually paid and received is provided in the required supplemental information of these financial
statements.

There were significant revisions made to the 2007-2008 General Fund original budget, Budgeted revenues were
ingreased $214.322 mostly due to an increase in federal grant funds from what was onginally budgeted.

Budgeted cxpenditures were inecreased $239472 1w account for the increase in sulartes and purchased
protessional services, support services and capilal outlay resulting from the Academy’s revised opuerating plan |
The amaount of wansfoes to other funds established in the amended budpel was £12.240 and represents suppor
provided hy the General Fund 1o other functions.

There were variances bevween the final budget and actual amounts disclosed in the notes to the {inancial
statements,

Vi



Capital Assets and Debt Administration

Capital Assety

As of June 30, 2008, the Academy had $302,730 invested in a broad range of capllal assets. including land.
buildings and furniture and equipment. This amount represents a net decrease (including additions, disposals.
and depreciation) of approximately $49.779, or & percent. fron last year.

This year's additions of S105.037 included. among other things, playground equipment. computers and
monitors, TV's and site mvestigation costs.

o mhajor capital projects are planned for the 2008-2000 fiscal year. We anticipate capital additions will be less
than the 2007-2008 {iscal vear. We present more detailed information about our capital asscis in the notes to the

financial stalements.

Economic Factors and Next Year's Budpets and Rates

Our eleeted officials and adminisiration consider many factors when setting the Academy’s 2009 fiscal vear
hudget,  One of the most imponant factors affecting the budget (s our student coune. The state foundation
revenue 15 determined by muliplving the blended student count by the foundation allowanee per pupl. The
blended count for the 2009 fiscal year 15 25 percent and 73 percent of the February 2008 and Scptember 2008
student counts, respectively, The 2009 budgetl was adopled in June 2008, based on an estimate of students that
will be enrolled in September 2008, Approximately 78 percent of total General Fund revenue is from the
foundation allowance, As a result. Academy funding 1% heavily dependent on the State’s ability o fund local
school operations. Based on early enrollment data at the start of the 2009 school year. we anticipate that the full
student count will be just slightdy above the estimaltes used in creating the 2009 budget. Once the final studemnt
count and related per pupil funding is validated. State law requires the Academy to amend the budget of actual
Academy resourees are not sutficient 1o fund original appropriations.

Since the Academy’s revenue is heavily dependent on $tale funding and the health of the Staw’s School Aad
Fund, the actua] revenue recetved depends on the State™s ability to colleet revenuoes to fund its appropriation to
avademies. The State perindically holds a revenue-estimating conference to estimate revenues. Based on the
results ol the most recent conference, the State estimates funds are sufficient to fund the appropriation.
However, there is much uncertainty with the State’s corrent nancial condition.

Vil



HOPE OF DETROIT ACADEMY

STATEMENT OF NET ASSETS
JUNE 34, 2008
See Independent Auditar's Report

Current Assets
Cash and cash equivalents
Accounts receivable
Due from other govermnmental units
Prepaid expenses

Total current =ssets

Facilities, Furniture and Equipment

ASSETS

Al ¢cost less accumulated depreciation of $712,254

Total assels

LTABILITIES AND NET ASSETS

Curreent Liabilities

Accounls pavable
Oither accrued expenses

Total current liabilities
MNet Assels

invested in capital asscts
Unrestricted

Total net assets

Total ligbilities and not assets

e See accompanying notes to financial stalements

$

9h1.475
8.244
801.623
B9 232

1.860,574

53,960
404,003

437,943

502,730
1,402,611

1.905.34]

2.363.304




HOPE OF DETROIT ACADEMY

STATEMENT OF ACTIVITIES
FOR THI: YEAR LNDED 1UNE 30, 2008
See independent Auditor's Report
Net {Fxpense)
Revenues and
Changes in

Program Revenues Net Assets
Government
Charges for Operating Ty e
Functions Expenses Services Girantks Activities
Elementary school S 870,643 5 - $ 239 800 % {610,843)
Middle school 447 898 - 133,653 {314,243)
High school 125,639 - 37.49] {88.148)
Summer school 31.591] - - {31,991
Special education 221136 - 221,136 -
Compensatory education 350,131 - 350,030 -
Sludent suppart services 151,855 - - (15F.855)
Staff support scrvices 348,181 - - (348,181}
Cieneral administration 28 .88Y - - (28,589
Executive admimstration 372150 - - {372,130}
Building administration 449,174 - - {449,179
Lunch program 186.179 6212 178,719 {6.838)
Athletic program 11.884 - - {11.584)
Business support services 177,240 . - (177.244h
Crperations and maintenance 720,636 - - (F20.636)
Transportation 9428 - - {9,428}
Central support services 128,122 - - {128,122)
Unallocated depreciation P54.816 - - {1534.816)
Total primary government S 4TR6017 $ 622 5 1.180.930 (3.604.463)
General Purposc Revenues:
State schoal aid - unrestricted JOA0.019
[nicrost 25487
Miscellaneous 6, A82
Total gencral purpose revenues 3,681.988
Lxcess of revenues
OVEr CRPCHSeS FT523
Net agsets - July 12007 1.827 818
Net assets - June 30, 2008 b 1,905,341

- SCC accompanying notes to financial statements



HOPE GF DETROIT ACADEMY

BALANCE SHELET - GOVERNMENTAL FUNDS
JUNE 30, 2008
See Independent Auditor's Report

ASSETS
General
Cash and cash cquivalents S 961,473
Accounts recenvable B.244
[ue from other govermmental units RO1.623
Prepaid cxpenses Bu.232
Total asscts % | 860,574
LIABILITIES AND FLND BALANCES
Lishilities
Accounts payabie ) 53.960
Crher accrued expenses 404.003
Total habilities 457 963
Fund Balances
Unreserved:
Undesignated 1402611
Total labilities and
fund balances i 1 R&(,574

= Seg gecompanyving notes to hinancial statements



HOPE OF DETROIT ACADEMY

RECONCILIATION OF TOTAL GOVERNMENTAL FUND BALANCE TO NET ASSETS
OF GOVERNMENTAL ACTIVITIES
JUNE 30, 2008
See Independent Anditor's Report

Amounts reported {or governmental activities in the statement of net assets are different because;

Total Governmental Fund Balance 5 1.402.611

Capital assets used in governmental activities are not financial vesources aml,
therefore. are not reported in the funds.  The cost of the assets s $1,214,984
and the accumulated depreciation is $712,254. 5027530

Net Assets of Governmental Activities ) |.905,54]

@Ste accompanying noles to financial suatements
-4 -



HOPE OF DETROIT ACADEMY

STATEMENT OF REVENLIES, EXPENDITURES
AND CHANGES IN FUND BALANCE - GOVERNMENTAL FUNDS
FOR THE YEAR LNDED JUNE 30, 2008
Sew Independent Auditor’s Report

General Schonl Service
Revenues
Local sources % 144 897 5 622
State sources 3988087 7.237
Iederal sources 522,953 17].482
Total governmental fund revenues 4.676.537 179,341
Expenditures
Flementary schoaol 870,643 -
Middie school 447 RUE -
High school 125 634 -
Summer school 31.949] -
Special education 221,136 -
Compensatory gducation LRUREY
Student support services | 31,855
Stafl support services 348,181
Cieneral administration RERS
Execulive administration 372,150 -
Ruilding administration 449179 -
Lunch program - 186,179
Athletic program - I'1.884
Business support services | 77.240
(Operations and maintenance T20.656
Transportation 9,428
Central supporr services 13,122 -
Capital outlay 102,397 2.640
Total governmental fund expenditires 4,535535 200701
Excess (deficiency) of revenues over expuenditunes 141,002 {21.362)
Other Financing Sources (Lises)
Payment from intermediate schoal district 7.662 -
{perating transfers in - 21,362
Operating transkers out (21,362)
Total other financing sources (uses) 13,700 21,362
Fxcess of revenues and other financing
sources over expendilures and other {uses) 127,302
Fund balance - July L, 2007 1,275,309 -
Fund balance - Tune 361, 2008 5 1402 611 5 -

._.iSuu aeeompanying notes (o financial statements



HOPE OF DETROIT ACADEMY

RECONCILIATION OF THE STATEMENT OF REVENUES. EXPENDITURES AND CHANGES IN
FUND BALANCE OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2008
See [ndependent Auditor's Report

Amounts reported for goverunental activities m the statement of activities are differgnt because:

Net Change in Fund Balances - Total Governmental Funds $ 127302
CGovernmental funds report capial outlavs as expendilures.  Howewver, in the
statement of activities. assets are capitalized and the cost is allocated over their
estimated useful lives and reponed as depreciation expense. This is the amount
by which depreciation exceeded capiial outlays i the curent period.

Capital outlays § 103037

Depreciation expense (154818 {49,770
Change in Net Assets of Governmental Activities $ 77.523

e dCCOMpanying notes o financial statcments



HOPE OF DETROIT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30. 2008

See [ndepenident Auditor's Report

NOTE | - Summary of Significant Accounting Policvies

The accounting policies of Hope of Detroit Academy (the “Academy™) conform o generally sccepted
accounting principles applicable to public school academies, The following is a summary of the signiticant
accounting policies:

Reporting Entity

Hope of Detroit Academy was lonmed as a public school academy pursuant o the Michigan School Code of
1976, as amended by Act No. 362 of the Public Acts of 1993 and Act No. 416 of the Public Acts of 1994, The
Academy filed articles of incorporation as a nonprofit corporation pursuant to the provisions of the Michigan
Nonprofit Corporation Act ol 1982, as amended, on June 3, 1996. and began operation in April 1999,

In July 2003, the Academy entered into a five-year contract with Ferris State University s Board of Control 1o
charter a public school academy.  The contract requives the Academy (0 act exclusively as a governmenial
agency and nol undertake any action inconsistent with its status ag an entity authorized to reeeive state school
aid funds pursuant 1o the State constitution, The Universliy's Board of Contral is the liscal apemt for the
Academy and 1% responsible for overseeing the Academy’s compliance with the contract and all applicable
laws. The Academy pays Fermis State University's Board of Control three percent of slate aid as administrative
fees. Total adnimisirative fees paid for the vear ended June 30, 2008 were approximately $109.800.

In May 1999, the Academy entcred into a {ive-vear agreement with The Leona Group. L.1..C. At the end of
the five vears the contract was renewed, and will be renewed every five vears until the Academy provides a
wrillen notice of intent to terminate or the contract is rencgotiated.  Under the terms of this agreement. The
Leona Group, 1..1.C. provides a variety of services including financial management. educational programs and
consulting, as well as teacher training, The Academy s oblipated to pay The Leona Group, L.L.C. twelve
percent of the Academy's gross revenues. The gross revenues include all receipts of the Academy, excluding
any proceeds from borrowings undertaken by the Acudemy. The total paid for these services amounted to
SS83,025 for the vear ended June 30, 2008.

The accompanying financial statements have been prepared in accordance with criteria established by the
Governmental Accounting Standards Board for determining the various govemmental orpanizations o be
included in the reporting entity. These criteria include signilicant operation of (nancial relationships with the
public school Academy. Based on application of eniteria, the Academy does not contain component units.

Fund Financial Statcments

Fund financial stalements report detailed information about the Academy. The focus of governmental fund
financial sttements is on major funds rather than reporting funds by type. Each major fund 15 presented in o
separate column.  Non-magor (unds are aggregated and presenied in a single column. The Academy has
glected to specify all of its funds as major.

L 7.



HOPE OF DETROIT ACADEMY
NOTES T FINANCIAL STATEMENTS
FOR THE YEAR ENDED JIMNE 30, 2008
See Independem Auditor's Report

NOTE 1 - Summary of Significant Accouating Policies - Continued

Busis of Presentation - Fund Ac¢counting

The aceounts of the Academy are arganized on the basis of funds. The operations of 4 fund are accounted for with
a separate set of selfrbalancing accounts that comprise its assets, liabilities. fund balance. revenue and
expenditures. Government resources are allocated o and accounted for in individual funds based on the purposes
for which they arc to he spent and the means by which spending activitics are controlled. The various funds are
grouped, in the combined financial statements in this report. into generic fund types in two broad fund categories.

Governmental Funds

A governmental fund is a fund through which most academy functions 1ypicaily are Ananced. The acquisition, use
and balances of the Academy’s expendable fnancial resources and the related current liabilites are accounted for
thraugh a governmental fund.

General Fund - The general fund 15 used to vecord the general operations of the Academy pertaining to education
and those operations not provided for in other funds, Included are all transactions refated to the approved current
operating budget.

School Service Fund - The school service fund is used to account for the food service and athlede program
operations. The school service fund is a subsidiary operation and s an obligation of the general fund. Therciore
any shortfall in the schoo] service fund will be covered by an operating transfer from the general fund. The school
service fund does not mantain its own assets and liahiliges, accordingly, no balance sheet 1s presented fur this
fund.

Ciovernmental funds utilize the modilied accrual basis of accounting.  Modifications in such method from the
acerial basis are as follows:

a. Revenue that is both measurable and available for use w finange operations is recorded as revenue when
carmed. Revenues are considered 10 be available when they are collectible within the cumrent period or soon
enough thercafler to pay liabilities of the current peniod. For this purposc, the Academy considers revenues
to be available if they aie collected within sixey days of the end of the current fiscal perrod.

b. Pavments for inventoriable types of supplies. which are not signiticant at vear ¢nd. are recorded as
expenditures at the time of purchase.

. Principal and interest of general long-term debt are not recorded as expenditures until their due daws.

d. The State of Michigan utilizes a foundation allowance funding appreach. which provides for a specific
annual amount of revenue per student bascd on a state-wide furmula, The foundation allowance is funded
trom a combination of state and local sources. Revenue {rom stawe sourges is primarily soverned by the
School Ald Act and the Scheol Code of Michigan. The State portion of the foundation is provided lrom the
State's School Aid Fund and so recognized as revenue in accordance with state law, A major portion of the
Academy is considered o be economically dependent on this aid. The Academy’s existence i3 dependent
upon continued gualification for such aid.

< 8-



HOPE OF DETROIT ACADEMY
MNOTES TO FINANCIAL STATEMENTS
FOR THE YLAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Palicies - Continued

Government-Wide Financial Statements

The government-wide financial statements (i.c. the statement of Ner Assets and the Statement of Activities) report
dormation on ali of the non-fiduciary activities of the primary government.  The govemment-wide financial
statements are prepared using the economic resources measurement focus and the acerual basis of accounting, This
appreach differs from the munner in which govemmentsl (und fnancial statements are prepaved.  Therefore,
governmental fund financial staterments include reconciliations with brief explanations to beuer identify the
relationships between the government-wide statements and the statements for governmental funds,

The government-wide Staternent of Aclivities presents a comparison between expenses. and program revenues for
each scgment of the busincss-type activities of the Academy and for each governmental program, Dircet expenses
ar¢ those that are specifically associated with a service, program or department and are therefore clearly identifiable
10 a particwlar function. The Academy does not allocate indirect cxpenses to programs. Program revenues inglude
charges paid hy the recipients of the goods or services oftered by the programs and grants and contributions that are
resiricted to meering the operational or capital requirements of a particular program.  Revenues not classified as
program revenues are presented as general porpose revenues. The comparison of program revenues and expenses
identifies the extent to which cach program or function is sell financing or draws from the general purpose revenues
of the Academy,

Net assels should be reported as restricied when constraints placed on net assel use are Cither externally, imposed
by creditors, grantors, contributors, or laws or regulations of other governments or imposed by law through
constitutional provisions or enabling legislation.  The Academny first wiilizes restniewd resources to finance
qualifving activities,

Separate financial stalements are provided for governmental funds and fiduciary funds. even though the latter are
exgluded from the government - wide Tinancial statements.

Cash and Cash Eguivaients

The Academy's cash and cash equivilents are considercd 1o he cash on hand, demand deposits and shovt-term
investments with matunities of three months or less from the date of acquisition.  The Academy reports ils
investments in accordance with GASD Statement No. 310 Accounting and Financial Reporting for Certain
Investments and lor External investment Pools and GASB Noo 40, Deposit and Investiment Risk Disclosures.
Under these standards, cerain investments are valued at fair value as determined by quoted market prices or by
estimated fair values when quoted market prices are not available.  The standards also provide that certain
investments are valued at cost {or amortized cost) when they are of a short-teom duration. the rate of return s fixed,
and the Academy intends o hold the investment until maturity, State statutes authorize the Acadsmy w mvest in
bonds and other direer and certain indireet obligations of the U, Treasury: certifieates of deposit, saving daccounts.
deposit accounts. and or depuesitory receipts of a bank. savings and loan association. or eredit union, which 15 a
member of the Federal Deposit Insurance Corporation, Federal Savings and Loan Corporation ar Naeional Credit
Unien Administration, respectively; in commereial paper rated at the time of purchase within the three highest
classifications established by not less than two standard rauing services and which matures not mare than 270 days
after the date of purchase. The Academy 15 also authorized to invest in LS Government or Federal agency
obligation repurchase agreements, bankers' acceprances of LS. banks. and mutual funds composed of investments
as outlined ahove,

CLC 5.



HOPE OF DETROIT ACADEMY
NOTES TGO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Accounting Policies - Continued

Reoceivalles

Receivables at June 30. 2008 consist primarily of state school aid due from the Swte of Michigan, Al
receivables are expected to be fully collected in July and August of 2008 and are considered current For the
purposes al these hasic {inancial statements,

Prepaid Assets

Pavments made to vendors for services that wil) benefit periods beyond June 30, 2008, are recorded as prepaid
items using the consumption method. A current asset for the prepaid amount ts recorded at the ume of the
purchase and an expenditure is reported in the year in which seevices arg consumaed.

Capital Assets and Depreciztion

All capital asses are capitalized at ¢ost (or estimated historical costy and updated lor additions and retirements
during the yvear. The Academy foliows the policy of not capitalizing assets with a cost ol less than $E.000, and a
vseful life of less than one vear. The Academy does not possess any infrastructure asscts,

All reporied capilal assets, with the exception of land. are depreciated.  Improvements are depreciated over the
remairing usefu! lives of the related capital assets. Depreciation is computed using the straight-line method over
the following useful lives:

Ruilding and improvements 1) - 3% vears
Furniture and equipment 5 -7 yrars
Compulers and software 3 vears

Aceroed Liabilities and Long-Term Obligations

All payables, accrued liabilitics and long-term obligations are reported in the government-wide financial
statements. In general. pavables and acerued liahilities that will be paid from governmental funds arc reported on
the governmental tund financial statements regardless of whether they will be hguidated with current resources,
However, the non-current partion of capital leases that will he paid from governmental funds are reported as a
liability in the fund financial statements only to the extent that they will be paid with current. expendable.
available financial resources. In general. payments made within sixty days after vear-end are considered to have
been madeg with current available financial resources.  Other lona-term obligations that will be paid from
governmental funds are not recognized as a lahility in the fund financial statements until due.

MNet Assels

Met assets cepresent the difference between assets and habilities. Net assets invested in capital assers, net of
related debt consists of capital assets, net of accumulated depreciation, reduced by the owstanding halances of
any borrowings used for acquisition. construction, or improvement of those assets, Ner assets are reported as
restricted when there are limitatons imposed on thetr usce aither through the cnabling legislation adopted by the
Academy or through external reswictions imposed by creditors, gramors or laws of regulations of other
SOVEINMENTs.

el
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HOPE OF DETROIT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 1 - Summary of Significant Acenunting Policies - Continued

Estimates

The preparation of financial statements in conformity with accounting principles generally aceepted in the United
States of America requires management to make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual resulis may differ fronm those estimates.

NOTE 2 - Stewardship, Compliance and Accountability

Annual budgets are adopted on the consistent basis with aceounting principles generally accepted in the United
States of America and state law for the general fund.  All annual appropriations lapse at fiscal year end and
encumbrances are not fommally recorded.

The budeet document presents information by fund and function. The legal level of budgetary control adopled by
the governing body is the function level. State law requires the Academy o have its budpet in place by July ).
Expenditures in excess of amounts budgeted is a violation of Michigan law. The Academy is required by law o
adopt a general fund and school service fund budget. During the yvear ended June 30, 2008 the budget was
amended in a legally permissible manner.

The budget statement (budgclary comparizon schedule - all governmentul funds) is presented on the combined
statement of revenue, expenditures, and fund balances, Budger overruns are as follows:

Budget Actual
General Fund
Summer school b 31958 » 31.99]
School Serviee Fuand
L.unch program 167,151 186,179
Capital outlay - 2.640

NOTE 3 - Deposits and Investments

The Academy maintains cash balances at various financial institutions. The balances are insured by the Faderai
Deposit Insurance Corparation up o S100,000 per insttution. The Academy's uninsured and uncoliaeralized cash
balance as ot Jung 30, 2008 amounted 10 $918.281.

NOTFE 4 - Due From Other Governmental Units

Amounts owed from povermmental units and other consist of the following:

Stﬂ.tﬂ SOUMCES S ?2?\] ??
Federal sources 40039
Miscellangous 25,407

Total M 01,625




HOPE OF DETROIT ACADEMY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor's Report

NOTE 5- Capital Assets and Depreciation

Capital asset activity of the Academy's governmental activitics was as follows:

Balance Balance
July 1, 2007 Additions Dispaosals June 30, 2008
Building sile improvements 5 796843 A 44,860 $ - $ 0 841703
Equipment and furniture 320,455 60,177 7.351 373,281
Subitogal 1117298 105037 7,351 1,214,584
Accumulated depreciation 504,789 154516 7,351 712,254
Net book vaine of assets S 5525 § (49779 % - £ 302730

Depreciation expense was not charged to activities as the Academy considers its assets w umpact multiple
activitics and allocation 1s not practical.

NOTE 6 - Accrued Expenses

Amounts acerued at vear cnd consist of the tollowing:

Manapement fec 5 102,314
Universily oversight fee 19.97]
Purchased services 261,936
Grant adminsiration 8773
Miscellancous 11.000

Total acerued expenses $ 0 404,003

NOTE 7 - Operating Lease

The Academy has entered into an operating lease agreement with an unrelated third party for an elementary
school building, The Acadermny 15 responsible for insurance, repairs, and maintenance related to the facilities.
Rent is payvable on a monthly basis at an amount directly tied to pupil counts and not to he less than 317,500
per month, The lease term commenced in May. 2005, and expires in June, 2009, The Academy incurted rent
expense of approximately $357,778 in connection with the lease based on 1ts pupil count during the vear ended
June 30, 2008.

(1.C) S 12-



HOPE OF DETROIT ACADEMY
NOTLES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2008
See Independent Auditor’s Report

NOTE 7 - Operating Lease - Continued

The Academy has entered mito an operating lease agreement for a consortium luph schaool with twe other
academies. In addition to the total lease payments, each academy is jointly and individually liable for all
improvements. insurance, taxes, utihties, and repairs related to the facility. The terim ol the lease is {Tom
August. 2002 through August, 20120 The Academy incurred rent expense of approximately $30,112 in
connection with the lease based on its pupil count during the vear ended June 30, 2008, Toma! minimum lease
paviments for the elementary school and entire consortiumt are as follows:

Elemi¢ntary Consortium

School Total Lease
20059 g 349 000 5 576,000
2010 - 376,000
2011 - 576,000
2012 - 376,000

Rent for the consortium high school is allocated to the three academics based on each acadeny’s pupil count.

NOTE 9 - Retirement I"lan

All leased cmplovees of the Academy are eligible to participate in a retirement plan cstablished by s
management company which guahfies under the provisions of Section 401(k} of the Internal Revenue Code.
The Academy will mateh up 10 6% of employee contribuled funds.  The Academy's contributions for the
vear ended June 30, 2008 amounted 1o approximately $54,560.

NOTE 10 - Interfund Transfers

During the normal course of the school year the Acaderny transferred amounts between its two major funds as
{ollows:

General School Service

ot
1

Transters Tn 5 21.362

Translers Owl 21.362 -

@ 13-



HOPE OF DETROIT ACADEMY
NOTES TO FINANCIAT. STATEMENTS
FOR THE YEAR ENDED JUINE 30, 2008
See Independent Auditor's Report

NOTE 11 - Risk Managemeni

The Academy is expased (0 various risks of loss related o property loss, totls. errors and omissions and
employee injurigs (worker's compensation), as weil as medical benefits provided 10 employees. The Academy
has purchased commercial insurance for all claims. Settled claims relating to the commercial insurance have
nol exeeeded the amount of insurance coverage in any of the past three fiseal vears.

W - 14 -
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CAUTITOR'S REPORT ON SUPPLEMENTAL INFORMATION

Tuo the Board of Directors

of Hope of Detroit Academy

We have audited the accompanying basic financial statements of [Tope of Detroit Acadermsy for the vear
ended June 30, 2008, Our zudit was made for the purpose of forming an opimon on the financial statements
taken as a whaole. The addimonal infortmation listed in the table of contents is presented for purposes of
additional analysis and s not a required part of the financial statements of Hope of Detroit Academy. This
tnformation has been subjected to the procedures applied in the audit of the Nnancial statements and, in our
opinion, is fairly stated in all material respects in relation to the financial statements taken as a whole.

August 15,2008
Rochester, Michigan
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HOPE OF DETROIT ACADEMY

REQUIRED SUPPLEMENTAL INFORMATION

BUNGETARY COMPARISON SCHEDULE - ALL GOVERNMENTAL FLNDS
FOR THE YEAR ENDELD JUNE 30, 2008

Sec Independent Auditor's Repaort on Supplemental Information

Revenues
Local sourees
State soureds
Federal sources

Total governmental fund revenues

Expenditures
Clementary schngl
Middle school
High school
Summer school
Special education
Compensatory education
Student suppon services
Staff support services
General admimstranon
Executive admimistration
Building administration
Lunch program
Athletic program
Business support services
Operations and maintenance
Transportation
Central suppor services
Capital outlay

Total governmental fund expenditures
Lxcess (deficiency) of revenues over expenditures

Other financiog sources {nses)
Pavment from intermediate school district
Operating transfers in
Operating transfers out

Total other Mnancing sources {Uses)

i’xcess of revenues and other financing sources nver
expenditures and other uses

Iund balance - July 1, 2007

Fund halance - June 30, 2008

General Fund

Original Budget Final Budget Actual

hS 23500 S 23572 % 164,897
318979930 3,984,247 3.0RB.O8T
319,801 728734 5322953
4.323.23| 4,737,553 4,676,337
994,225 R00.250 870643
428144 433,101 147 898
164,724 1 2%, 2410 125,034

26,980 31,958 31,991

202,678 225703 221,136
2210978 412613 350.13i
172,785 163.343 151 B&5
A38.686 363476 348141

34,71 36723 28,889

364,721 ATEAN 325D
461.594 462,622 449,174
180,327 148,880 L7724
7id.020 PRI EREER ST

6,101 1,056 0424

137,544 134,792 128,122

13,40) 12000 12 397

4 485,706 4745078 4,535,333
37525 (7625} 141,002

- 7.662 T.662
(281743 (19907 {21,362
(28,174 {12.240) (13,700

9,351 {19.865) 127,302

1,275,300 1,273,309 1,275,308

S 1. 284660 & [L235444 % 1. 402,611




School Service Fund

Original Roedget Final Butzet Actual
5 L7357 % 759§ 622
g.0040 7237 7237
| 56,383 154,428 171,482
166,140 162 424 179.34]
173,112 167,151 186,179
20,202 15,175 11.884
2,640
194,314 182,326 200,703
(28,17 (19.902) (21.362)
28174 19,902 21,382
28,174 bo.002 21,363
$ - S - 5 -
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HOPE OF DETROIT ACADEMY

SCHEDULE OF REVENUES - ALL GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2008

Sce Independent Auditor's Report on Supplemental Intormation

Local Snurces
Food salcs - students
[neerest
Merchandise
Speclal education
Miscellancous

Tatal local sources

Statce Sources
At risk
Sehool lunch
Special edueation
State did

Total s1aic sources

Federal Sources
Comprehensive school reform
IDEA flowthrowgh
bentor grant
Safe and drug free grant
Title T
Title v
Title I[TA
Trtle 1T
Title I
Natienal sehool Tunch
Federal commodities

Total federat souwrces

Total governmental fund revenues

{reneral

School Service

25487
1,925
132928
4.557

S 622

164,897

Y

245,37

93,2495
030019

tad

el

LER.O68T

19,290
57,172
60,301
3,283
270,434
2137
57002
2376
47,808

162,780
8,702

522,953

171,482

4,676,537




HOPE OF DETROIT ACADEMY

SCHEDULE OF EXPENDITURES - ALL GOVERNMENTAL FUNDS
FOR TIHE YEAR ENDED JUNE 30, 2008

Sce Independent Auditor's Report on Supplemental nformation

Elementary Schnol
Purchased services
Teaching supphes and materials
Miscellancous

Total elementary school

Middle Schaol
Purchased services
Teaching supplies and matertals
Migcellaneous

Total middic school

High School
Purchased services
Teaching supplies and materials
Miscellansous

Total high school
Summer Schoal
Purchased services
Teaching supplies and materials
Total summer school
Special Education
Purchased scrvices
Teaching supplies and materials

Workshops and conferences

Tonal special cducation

- 18 -

{eneral

School Servies

757,793
110,556
2,294

870,643

409 BOS
36,454
1,579

447.89%

118,173
5.858
.60

125639

31991

218,290
1.386
1.2610)

221136



HOPE OF DETROIT ACADEMY

SCHEDULLE OF EXPENDITURES - ALL GOVERMMENTAL FINDS - Continued
I'OR THE YEAR FXDED JUNE 30, 2008
See Independent Auditor's Report on Supplemental [nformation

General School Service
Compensatory Education
Purchased services 340936 -
‘Teaching supplies and materials 9,195 -
Total compensatory education 33013 -
Student Support Services
Adnunistration 34 074 -
Health services 7.517 -
Psycholagical services 12.213 -
Speech patholopy services 39728 -
Social work scrvices 58.323 -
Total student suppuort services 151,835
Staffl Support Services
Purchased scrvices a1,501 -
In-servige training 4,152 -
Manapement fees 116606 -
Professional and 1echnical services 753348 -
Teaching supplies and maternials 16,435
Waorkshops and conlerences 44117 -
Miscellaneous 22 -
Total staft support services 348,181 -
Creneral Administration
Professional services 24,651 -
Miseellaneous 4,238 -
Twal gencral sdmnistratian 2K.884 -
Lxecutive Administration
Management fees 262361 -
Lniversity oversight 105,789 -
Total executive administration 372,150 -

(1 19



HOPE OF DETROIT ACADEMY

SCHEDULE OF EXPENDITURLS - ALL GOVERNMENTAL FUNDS - Continued
FOR THE YEAR ENDED JUNE 300 2008
See Independent Auditor's Report on Supplemental Information

{reneral School Service
Building Administration
Purchaxscd services 404 875 _
Dues and foes 5.484 -
Postage 4.267 -
Supplies and other 32,182 -
Workshops and conlerences 1,871 -
Miscellaneous 500
Total building administration 449,179 -
Lunch Program
Purchased services - 177.293
Milk and tfood - £.706
Miscellaneous - 180
Total lunch program - 186179
Athletic Program
Purchased serviges - 1,519
Pupil transportation - 1,347
Dues and fees - 3.017
Supplies and materials - 5.801
Total athletic program - 11,884
Business Support Services
Fees B74 -
Management {ges 145.756 -
Oulside services 30810 -
Total business support seryvices 177.240



HOPE OF DETROIT ACADEMY

SCHEDULE QF EXPENDITURES - ALL GOVERNMENTAL FUNDS - Continued
FOR THE YTEAR ENDED JUNFE 30, 2008
See Independent Auditor's Report on Supplemental Information

Opcrations and Maintenance

Building rent

Dues and fees
Lguipment rental
Liability insurance
Outside services
Repair and maintenance
Supphies and materials
Lihies

Total operations and maintenance

Transportation

Central Snpport Services

Purchased services
Copyright fees
Management fees
Marketing and recruitment
Supplies and matenials
Workshops and confercnees

Total central support services

Capital Outlay

Llementary

Compensatory education

Staff support services
Operations and maintenanee
Building improvement services

Total capital outlay

Total governmental fund expenditures

General

School Serviee

404,890
4424
12.699
21,184
34711
161.131
19,152
62,461

720,636

0428
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Report on Internal Contral Over Financial Reporting and on Compliance and Other Matlers
Based on an Audit of Financlal Statements Performed in Accordance with
with Cravernment Auditing Stondards

To the Board of Nirectors
of Hope of Detroit Academy

We have audiled the financial statements of the povemmental activilies, each major fund, and the aggregale
remaining fund information of Hope of Detroit Academy as of and for the year ended June 30, 2008, which
collectively comprise the Academy’s basic financial statements and have issued our report therenn dated August
13, 2008, We conducted our audit in accordance with auditing standards generally accepted in the Lonited Staies
of America and the standards applicable w Mnancial andits contained in Government Auditing Standards. issued
by the Comptroller General of the Uniled States,

Internal Control Over Financial Reporting

In planning and performing our audit. we considered Hope of Detroit Academy's internal control over financial
reporling as a hasis for designing our auditing procedures for the purposg of expressing our opinions on the
financial statements, but not tor the purpose of expressing an opinion on the effectivencss of Hope of Detroit
Academy's internal control over Nnancial reporting.  Accordingly, we do not express an opinioh en the
etfectiveness of Hape of Detroit Academy's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or emplovecs,
in the nommal course of performing their assigned functions, to prevent or detect misstatements on a timely
basts. A significant deficiency is a control deficiency, or combination of control deficiencies. that adversely
affects the Academyv's ability to initiate, authorize, record, process or report financial data reliably in accordance
with generally accepted accounting principles such that there s more than a remote likelihood that a
misstalement of the Academy's financial statements that is more than inconscquential will not be prevened or
detected by the Academy’s intermal contral.

A material weakness is a significant deficiency, or combination of significant deficicncies. that resuits in more
than a remote likelthood that a material misstatement of the Bnancial statements will not be prevented or
detected by the Academy's internal control.

Cer consideration of internal comtral over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal eontrol that might be
stgnificant  deficiencics or material weaknesses. We did not identify any deficiencies in internal control aver
iinancial reporting that we consider to be material weaknesses, as defined above,



Compliance

As part ol obtaining reasonable assurance about whether {lope of Detroit Academy's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agrecments, noncomphance with which could have a direct and material
effect on the dewermination of financial statement amounts. However, providing an opinion on comphiance
with those provisions was nol an objective of our audit, and accordingly, we do not express such an optnion.
The results of our tests disclosed no instanees of noncompliance or other matters that are reguired to he
reporied under Gavernment Auditing Standards.

This repart is intended solely {or the information and use of management, the board of directors, the

Michigan Department of Education, and others within the entity and is not intended to be and should not be
used by anyone other than those specificd parties.

wué/éé 4@% e

Croske®, Lanni & Company, P.C

August 15, 2008
Rochester, Michigan
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INDEPENDENT AUDITOR'S REPORT Clifton E Powell Jr., CPA

To the Board of Directors
of Hope of Detroit Academy

We have audited the accompanying financial statements of the governmental activities, each major fund, and
the aggregate remaining fund information of Hope of Detroit Academy, as of and for the year ended June 30,
2008, which collectively comprise the Academy's basic financial statements as listed in the table of contents.
These financial statements are the responsibility of Hope of Detroit Academy's management.  Our
responsibility is to express opinicons on these {inancial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, 1ssued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of matenal misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also inciudes assessing the accounting principles used and the significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, each major fund, and the aggregate remaining fund
information of Hope of Detroit Academy, as of June 30, 2008, and the respective changes in financial position
for the year then ended in conformity with accounting principles generally accepted in the United States of
America,

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise Hope of Detroit Academy's basic financial statements. The introductory section, combining and
individual non major fund financial statements, and statistical tables are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The accompanying schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by the U.S. Office
of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit



Organizations, and is also not a required part of the basic financial statements of Hope of Detroit Academy.
The combining and individual nonmajor fund financial statements and the schedule of expenditures of fcderal
awards have been subjected to the auditing procedures applied in the audii of the basic financial statements
and, in our opinion, are fairly stated in all material respects in relation to the basic financial statements taken
as a whole.

In accordance with Government Auditing Standards, we have also 1ssued our report dated August 15, 2008 on
our consideration of Hope of Detroit Academy’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters,
The purpose of that report is to describe the scope of our testing of internal contro! over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

= |

rosk€y, Lanni & Company, P.C"

August 15, 2008
Rochester, Michigan
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Report on Internal Conirol Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards

To the Board of Directors
of Hope of Detroit Academy

We have audited the financial statements of the governmental activities, each major fund, and the aggregate
remaining fund information of Hope of Detroit Academy as of and for the year ended June 30, 2008, which
collectively compnise the Academy's basic financial statements and have issued our report thereon dated Augpust
15, 2008. We conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards, 15sued
by the Comptroller General of the United States. :

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Hope of Detroit Academy's intemal control over financial
reporting as a basis for designing our auditing procedures fer the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Hope of Detroit
Academy's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of Hope of Detroit Academy's internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a limely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity's ability to initiate, authorize, record, process or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be prevented or
detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detccted by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purposc described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in intemal control over
financial reporting that we consider to be material weaknesses, as defined above.



Compliance

As part of obtaining reasonable assurance about whether Hope of Detroit Academy's financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opimion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

This report is intended solely for the information and use of management, the board of directors, the

Michigan Department of Education, and others within the entity and is not intended to be and should not be
used by anyone other than those specified parties.

Zz—%,éj/d /W y PC
CrosKey, Lanni & Company, P.C.

August 15, 2008
Rochester, Michigan
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Directors
of Hope of Detroit Academy

Compliance

We have audited the compliance of Hope of Detroit Academy with the types of compliance requirements
described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that
are applicable to 1ts major federal program for the year cnded June 30, 2008. Hope of Detroit Academy's
major federal program is identified in the summary of auditor's resulls section of the accompanying schedule
of findings and questioned costs, Compliance with the requirements of laws, regulations, contracts, and
grants applicable to its major fcderal program is the responsibility of Hope of Detroit Academy's
management. Our responsibility is to express an opinion based on Hope of Detroit Academy's comphance
based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan
and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material cffect on a major federal
program occurred. An audit includes cxamining, on a test basis, evidence about Hope of Detroit Academy's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances, We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on Hope of Detroit Academy's compliance with those requirements.

In our opinion, Hope of Detroit Academy complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended June 30, 2008. However, the results
of our auditing procedures disclosed instances of noncompliace with those requirements, which are required
lo be reported in accordance with OMB Circular A-133 and which are described in the accompanying
schedule of findings and questioned costs as item 08-01.



Internal Control Over Compliance

The management of Hope of Detroit Academy is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants applicablc to
federal programs. In planning and performing our audit, we considered Hope of Detroit Academyv's internal
control over compliance with requirements that could have a direct and material effect on a major federal
program 1n order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over
comphance. Accordingly, we do not express an opinion on the effectiveness of Hope of Detroit Academy's
internal control over compliance.

QOur consideration of the internal control over compliance was for the limited purposes described n the
preceding paragraph and would not necessarily 1dentify all deficiencies in intcrnal control that might be
signmficant deficiencies or material weaknesses as defined below, However, as discussed below, we
identified certain deficicnces in internal control over compliance that we consider to be significant
deficiencies.

A control deficiency in an entity's internal control over compliance exists when the design or operation of a
control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A siguificant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity's ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity's internal control. We consider the
deficiencies in intermnal control over compliance described in the accompanying schedule of findings and
questioned costs as item 08-01 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity's internal control. We do not consider any of
the deficiencies described in the accompanying schedule of findings and questioned costs to be material
weaknesses.

Hope of Detroit Academy's response to the findings identified in our audit are described mn the
accompanying schedule of findings and questioned costs. We did not audit Hope of Detroit Academy's
response and, accordingly, we express no opinion on it.

(G ot A ¢

Croskey, Lanni & Company, P.C.

August 15, 2008
Rochester, Michigan
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HOPE OF DETROIT ACADEMY

RECONCILIATION OF BASIC FINANCIAL STATEMENTS
FEDERAL REVENUE WITH SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

Revenue from federal sources - As reported on financial statements
(includes all funds):

General Fund $ 522,953
School Service Fund 171,482
Federal expenditures per the schedule of expenditures of {federal awards A 694 435




HOPE OF DETROIT ACADEMY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

NOTE 1 - Summary of Significant Accounting Policies

The accompanying schedule of expenditures of federal awards includes the federal grant activity of Hope of
Detroit Academy and is presented on the same basis of accounting as the basic financial statements, The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the basic financial statements,

NOTE 2 - Noncash Assistance

The value of the noncash assistance received was determined in accordance with the provisions of OMB
Circular A-133.

NOTE 3 - Grant Section Auditor's Report

Management has utilized Form R-7120 and the Grant Auditor's report in preparing the schedule of
expenditures of federal awards. Unreconciled differences, if any, have been disclosed to the auditor,

@ ~10 -



HOPE OF DETROIT ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2008

Summary of the auditor's results:

1.

An unqualified opinion on the Academy's financial statements was issued.
No significant deficiencies in the infermal conirol were disclosed by the audit of the financial statements.
The audit did not disclose any noncompliance which is matenal to the financial statements.

One significant deficiency in the internal control over major programs was disclosed by the audit.
The deficiency was not reported as a material weakness.

An unqualified opinion on the Academy's compliance for major programs was 1ssued.

The audit disclosed one finding which was required to be reported.

The Academy's major federal program is: Title 1{CFDA 84.010)

The dollar threshold used to distinguish between Type A and Type B programs is $300,000,

The Academy has met all of the conditions required for qualification as a low-risk auditee.

There are no findings relating to the financial statements which are required to be reported in accordance
with GAGAS.

There were audit findings and questioned costs that are required to be reported in accordance with section
510(a} of Circular A-133.

=11 -



HOPE OF DETROIT ACADEMY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (Centinued)
FOR THE YEAR ENDED JUNE 30, 2008

Reference
Number Findings
08-01 Program Name - CFDA # 84.010:; Title [

Pass-Through Entity - Michigan Department of Education
Finding Type - Significant deficiency and noncompliance

Criteria - In accordance with OMB Circular A-87, Atiachment B

all employees that sign certifications atfesting they acknowledge that
all of their salanes that are charged to the grant, must be charged 100%
to the grant. All emplovecs that split time between federal and other
grants must have their time supporied by Personnel Activity

Reports (PAR's)

Condition - The Academy had some salaries charged to other than
the grant when the certification of 100% was signed, and the
Academy was missing some PAR's to support the payroll charged
to its major program.

Questioned - A sample totaling $165,411 was selected for audit
from a population of $404,562 of Title [. Questioned costs totaling
$11,220 were found in noncompliance.

Cause / Effect - Academies are required to have supporting
documents (PAR's and certifications) for the time charged to major programs.

Recommendation - The Academy should implement additional
internal controls and proccdures to insure that payroll charged 1o federal
grants are supported by federally mandated documentation.

Auditee Response - The Academy will implement additional
internal controls o insure the proper reports are completed
accurately to support the salaries charged to the grants.











